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The specter of spectrum

igital television is creeping over the horizon.

With a sharper picture and crisper sound, it’s

predicted to replace analog television (i.e. the

boob tube in your living room) within a few years.

The trick is how to get there from here — and figur-
ing out who pays.

On April 1, the Federal Communications Com-

. mission (FCC) is scheduled to decide how to allocate

a huge portion of the public airwaves for digital tele-
vision. Space in the broadcast spectrum is scarce,
and it sells for billions of dollars. It also happem to
belong to the taxpayers.

But the National Association of Broadcasters
(NAB) wants the FCC simply to hand over, free of
charge, the entirety of this spectrum space. And,
because politicians are generally afraid of offending
the broadcasters who shape their own media cover-
age, the NAB might just get what it wants.

The broadcasters claim they need the extra air
wave space to create a digital counterpart to every
can gradually phase in the switch from analog to dig-
ital television without rendering existing TV sets
obsolete overnight.

Although an analog channel requires six mega-
hertz of airspace, a digital channel is more “compact”
and only requires about two megahertz. But the
broadcasters want six megahertz for every digital
channel — far more than they need. The broadcast-
ers claim they need this “break” to make it all hap-
pen. But, by hogging all the spectrum space, the
broadcasters effectively shut out any compettion,
such as Internet and computer companies that could
also send digitai broadcasts.

The FCC is considering a more sensibie solution,
called the “core spectrum plan.” Under it, the broad-
casters would only be granted enough spectrum
space to create a digital counterpart foreach of their .
analog channels. The FCC would then auction off the
remaining space to interested companies (possibly
including the broadcasters themselves).

To be specific, the “core spectrum plan” would
give 270 of the total 408 megahertz of digital spec-
trum space to the broadcasters for free. And thisisn't
small change. President Clinton’s fiscal 1998 budget
plan estimates 270 megahertz to be worth $15 bil-
lion. 24 megahertz would then be given away for
public safety purposes such as police, fire and ambu-
lance services. 36 megahertz would be put up for
auction in the next year or two. Mr. Clinton’s 1998
budget estimates $3.5 billion in revenues from this
auction. The remaining space would, initiaily, be
given for free to the broadcasters and other entities
like low-power TV and TV translators. Then, overa
period of 10 to 15 years, as the transition to digital
broadcasting continues, some of this space
will be returned to the government and made avail-
able for auction.

The broadcasters should be jumping for joy that
they don’t have to bid for spectrum space like other
companies. Even the “core spectrum plan” is heav-
ily weighted in favor of the broadcasters over open
competition and taxpayer interests. Still, this lopsided
compromise is a lot better than giving the broad-
casters the entire spectrum — in what FCC Chair-
man Reed Hundt calls “the biggest single gift of pub-
lic property (to] any industry in this century” Talk
about corporate weifare.
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Guest Editorial, by Robert L. Johnson

Diversify Digital TV

The biggest federal gavernment
giveaway of a public asset since the
days of the railroads is about to oc-
cur in Washington, D.C. In a mauer
of weeks, the FCC is scheduled to
decide how digital TV licenses in
this country will be distributed.
This represents the last major TV al-
lacation to local markets before the
21st century. Unless more delibera-
ticn and debate occurs before this
decision, the FCC will licerally give
away billions of dollars worth of li-
censes, mosuy to large media con-
glomerates.

As a result, a host of new players
who want to compete in the new
digiral age would be keprt out of this
market. To make matrers worse,
this huge federal giveaway to large
media conglomerates will occur as
the government urgently seeks to
balance the budget, pravide eco-
nomic investment incentives, and
reduce federal programs.

Prior to the upcoming FCC deci-
sion canceming the digital TV
channcl giveaway, there remains an
opportunity for all of us to ensure
that all segments of our society will
benefit in the digital TV age. As we
approach the year 2000, it is impera-
tive that the government provide vi-
able, new oppormnities for new
entrants in the digital marketplace.
I strongly feel that entrepreneurs -
especially minorides and women -
should participate in all aspects of
digiml communicatons services, in-
cluding digiral TV ownership. The
best way to achieve this objectdve is
for the FCC w aucrion spectrum
for digital TV services to new busi-
nesses that are ready to compete.
This plan would benefit our coun-
try by promoting consumer choice,
competition, and generating new
(ederal revenues to oflset federal
pragramas or tax cuts.

So [ar, the discussion concerning
digital TV ownership has been
tightly conurolled by the National
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Association of Broadcasters (NAB)
and a few media canglomerates.
Their opinions should not domi-
nate the entire dehate on how the
valuable public asset of digital TV
should bc licensed. Entreprenecurs
should be given the opportunity ro
own a piece of digital TV, one of
the most impartant bridges to the
21st century.

While some politicians quibble
and argue about the exact amount
of revenuc a spectrum auction for
digital TV would generate, there
can be no serious doubt that an auc-
tion of digital TV channels in 1998
would raise a few billion dollars..

There can be no serious
doubt that an auction of
digital TV channels in
1998 would raise a few
billion dollars.

Recently, columnist Alexander
Caockburn criticized the spectrum
givcaway plan and said, "If the new
frequcncies were auctioned, they
wald fewch anywhere from $11 bil-
lion to more than $70 billion." Simi-
lar observanons were made by New
York Times columnist William
Safire. The Clinton Adminstration's
budget has predicted that an auc-
tion of television channels associ-
ated with digital TV could raise
$14-17 billion. Fven if the Admini-
stration's estimate iy partially cor-
rect, this amount of money could
be used for a large payment toward
{ederal budget priorities.

Some of us already know that
digital television will provide far
more than an opporwnity 1o buy a
larger, more expensive television
set A digital TV set will likely serve
as ane of the local information and
technology "command centers” {or
Amcrica's households, Many pre-
dict that chese digital TV channels

|
will carry interactive telecommuni-
catons services, educational pro-
grams, Intermet access, and links to
other important information net-
works that will help narrow:the gap
between rich and poor.

Now is the time for the FCC the

. Clinton Administration, and Con-
. ETCSN (O SLEP Up 10 the plate and de-
. velop an action plan to provide

viable, new ownership oppertuni-
ties in digital TV. I emphasize the
need to act now because the FCC's
deadline for making a decision on
how to give the incumbent broad-
casters their free TV channels is fast

. approaching. One plan under con-

sidcradon by the FCC wonld place
all incumbent TV broadcasters in a
core spectrum arca and aucdon the
remaining channeis. Recently, the

. Coalition for a Sound Spectrum Pal-

icy, which includes myself and

. groups from across the polmcal con-
* tinuum - from the Coalition for Di-

versity of Ownership and the Media

~ Access Project to Americans for Tax

Reform and the Small Business Sur-
viva] Commictee - endorsed chis
core spectrum plan. Certainly, the
FCC should auction as much digital
TV spectrum as possible 10 provide
new ownership opportunities.

We need an effectve strategy to
create a vibrant and varied digical
marketplace. The digital TV age

~ should offer viable, new opportuni-

ties for imaginative businesipeople,
particularly minorities and women,

© to awn and opcrate facilitics that

will serve their growing audiences.
In a country as diverse as the
United States, 2 handful of media
conglomerates shouid not control
the vast majority of information
flowing to Amcrican citizens. Diver-
sifying the digical television marker
makes a lot of sensc.

Robert L. Johnson is chairman and
chief executive officer of BET Holdings,
Inc.
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James K. Glassman

Reed Hundt’s ,.

Revolution

A government that's running 12-digit defi-

cits needs all the money it can get. So you

might wonder why Congress and the president -

“are on the brink of giving away more broad-

cast licenses (estimated value: $50 bitlion) to
big TV companies in what amounts to another
welfare program for rich white guys.

These broadcasters, of course, already have
free licenses. They want to keep those for
another 15 years or so and take new ones that

. will allow them an extra slice of the airwaves,

Originally, they said that slice was going to be
used for high-definition. TV (HDTYV), which
produces super-sharp pictures. Beating the
Japanese to the punch* on HDTV was also
supposed to be a source of national pride.

But now, well, the broadcasters aren't so
sure about HDTV. They may want, to use
their new spectrum for other purposes, such
as sending out several lower-quality digital
pictures at the same time—or (who knows?)
for wireless phone service.

“I'm trying to organize the public to be
outraged at this giveaway,” Robert Johnson,
chairman of Black Entertainment Television, a
cable network, said last week when 1 inter-
viewed him for the PBS program “TechnoPoli-
tics.”

But Johnson doesn’t have high hopes, First,
politicians are scared to death of broadcasters,
whose unique access to the public gives them
the power to extort favors. In the great
Washington game of rent-seeking (that is,
getling government to grant you a protected
niche to mint money), broadcasters have no
equals. .

Second, Johnson believes that the TV net-
works, which will profit enormously from the,

What's remarkable is
that Hundt says that the:
way to discover the -
public interest is to
consult the market.

deal, have been suppressing the story—in
contrast to what they usually run on shows

like “20/20." “Can you imagine if ... oil

companies were being told that they could gg
into the national parks and start drilling for alf
the oil or coal or whatever is underground and
not pay for it?” Johnson mused. “There'd be
tremendous outrage.”

Sure, Johnson has an ax to grind, BET is a
cable network that competes with broadcast-
ers. But, on this issue, he's absolutely right.

Over the past few years, the Federal Com-

" munications Commission (FCC) has raised $20

billion for the Treasiry by auctioning off .

leases on slices of the spectrum for paging,
digital phone service and the like. Within a

. month, for example, the FCC will auction

spectruin for an exciting new national satellite
radio service. Equipping their cars with spe-
cial small antennas, fee-paying subscribess
around the country will be able to pick up 20
or more radio channels with CD-quality sound,
The auctions have been a huge success, but
those powerful TV broadcasters are exempt.
Not even the Republican leadership (suppos-
, edly for free enterprise and balanced budgets)
is fighting the spectrum giveaway, .
Still, the FCC chairman, Reed Hundt, is
trying to make other changes that could ulti-
mately liberate the airwaves. He's pushing a
concept called “spectrum flexibility.” Tradi-
tionally, the FCC has strictly defined what a
particular slice of spectrum can be used for:
Hundt, instead, believes that the slice should
be used for “whatever the technology makes
possible,” -
Hundt is leading a revolution. In a paper in
January, FCC staffers Gregory Rosston and
Jefirey Steinberg laid out the new philosophy.
"Ngo government agency,” they wrote, “can
reliably predict public demand for specific
services or the future of new technalogies.”
Of course, that's exactly what government
alwava tries to do—in oolulges Involving taxesd.

Hundt enthusiastically endorses this liberal
(in the true sense of the word) view, which, he
told me, “is the complete opposite of the
original FCC approach.” The commission’s
overriding mandate is to promote the public
interest. What's remarkable is that Hundt—
longtime Washington insider, friend of Bill
Clinton—says that the way to discover that
interest is to consult the market.

Rosston and Steinberg write: “In general,
the public derives the greatest benefit from
spectrum to the extent that spectrum is used
for services that the public values most highly
and therefore is most willing to pay for.” Wow!-
The public interest equals what the public will
pay the most for. If a subversive idea like this
spreads throughout the government, bureau-
crats will lose their cherished right to control
the lives of the rest of us.

The other three FCC commissioners flatly
oppose Hundt, but spectrum flexibility is alive
and well. Within the next moath, the FCC is'
expected to raise $2.9 billion in an auction of
spectrum to be used for what's vaguely called '
“wireless communitations services.” It's a
step down the road Hundt wants to travel. '

But what about those TV broadcasters? In.
keeping with his flexibility philosophy, Hundt
seems inclined to let. them use their new
spectrum for whatever they want, not just.
HDTV.

He may be right, but the broadcasters wi
be cheating the Treasury out of billions. “It's
more important to have flexibility than auc-
tions,” says Thomas Hazlett, an economist at:
the University of California at Davis. And the
ultimate flexibility, he says, would be to grant
more spectrum to mew broadcasters to com-
pete with the incumbent rent-seekers. That’s
what broadcasters fear most. -

In fact, why not let current license-holders,
including broadcasters, use spectrum any way
they want (with the FCC setting rules to
prevent electronic interference), “De-zoning”
is what Peter Huber, communications lawyer
and Forbes columnist, calls it. “You might see
a UHF station in L.A. stop doing ‘The Three
Stooges’ and do paging.” You might see more
competition for cellular companies. .

After all, it’s the variety, innovation and
lower prices that unbounded competition will
bring that will most benefit the public. So let's
liberate the airwaves., .
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ALEXANDER COCKBURN

The Great
Giveaway Is
a TV Robbery
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a The government shouid
anction-off new frequencies.

o

rooo~

¥

s . Tal L
;“. o o -

Thm never reaily was any doubt that
the Clinton erowd wouid do it. but now
the great giveaway is upon us and we
shouid at \east mark the year, the day, the
hour, that billions of dollars worth of public
property is turned over to private interests.

‘We speak here of the broadcasung spee-

" trum. Heaven alone knows why anyone

wouid want to see the cretinous unages
broadcast to our television screens m even
sharper relief, but the applance and elec-
tronies industries stfongiy demre 1t. and s,
not far down the rosd. we will have digi-
talized TV broadcasting, whick means

you'll have to buy & new TV set. ot
As they shift from analog to digitalized
transrmsxions. the broadcasting companies

want the government-—custodian of the
SPECIITINeuto

aliot them extra “tranmuon” |
frequencies, so that they can transmit on

both the o0id and the new systems. And
here’'s where the issue of the great give-
away raises its dollar-bedizened head: Will
the government (We the Peopie) simpiy

hand over new frequencies that may, piven .
technologicai deveiopments. one day allow -
not mereiy one. but severai new channeis
for the happy recipient who wiil cowm bil- -

lions out of the Peopie's gift to um? It's the
oldest story in Amerca: Privauze the gam,

.nationaiize the loss.

The Clinton administration. guided by Al
Gare, is now set to hand the new frequen-
cies over 10 the industry for essentally
nothing. The giveaway 18 all but finalized,
it seems, with little dissent from Congress.
which is thoroughly cowed by the
immensely powerful broadcasung lobby.

The most visible opponent after Bob Dole. |

who railed last year agamnst the :‘billion-
dollar giveaway"” augured by the 1998
Telecommumecations Act, has been Sen
John MeCain (R-Anz.). who favors auc-
tionung off slots on the ideo spectrum (re-
serving nme for law enforcement) 1o pay
off a multibillion dollar chunk of the
national debt. McCain calls the “offensive”
launched by the broadcasung lobby “the
strongest I've seen in Washington.”

If the new frequencies were auctioned
they would fetch anywhere from $11 bil-
lion to more than $70 billion-a smail price
for the Murdochs and Eisners of the worid

LOUS aNgeies .iMeS, reSwou, o%%

‘It's the oidest story in America:l
Privatize the gain. nationalize
the loss.’ W

. e

for indefinite control of the airwaves. But
why pay for what you can have far free?
Vice Premdent Gore. along with FCC head L,
Reed Hundt is pushing for the fveawsy,
with the caveat that broadcasters be sub.
jected someume :n the future to “puhiie.
interest requrements.” In other w

give the fox the chicken coop with a -
behavior code t0 be negotiated later. The-
whole history of the broadcasung mdustry,
sinee 1934 shows vividly that public inter. -
est mandates on commercial broadcasters
have never worked. v ,

The great giveaway meshes nicejy m“"
last year's White House agreement with
broadcasters that stations broadcast three
hours of “educauonai” shows for children
each weel; it's a wonderful access pomnt far

the advernsing industry. :l,g : B a t
Delegations of advertusers Jmm‘

. the capital last year in White House sum- _

‘mita to propose future roles for advertisers, |,
soch as sitting on a council that wouid
define quality programmmng and cresting,
ads for so-called educauanal shows to bei:
printed on soda containers and fast-food .
teys. SECTRNEER S
' :"he soiution that, neediess 1o say, is not
on the table, is to lease the spectrum, This,
says Robert McChesney, journalism pro-
fessor at the University of Wisconsin,
would maintain the public's right to accass
the spectrum and make sigmficant cash
Irom an open and competitive bidding pro-
cess. The public wouid have the opuon w0
revoke the licenses. making We the Peopis
at least the de jure owners of what is (at.
least currently)ours. U - ¢ & L g3t

The final insuit: Gore and Hundt are
promoung the idea of the gratified corpo-
rate recipients of frequencies g1Ving 8 tiny
sliver of {ree ume for political broadcasts
by Democrats and Republicans. Now_
there's a bold definition of public owner-
ship. Give your big contributors—the
broadcasters have spread their money lav-
ishly between Republicans and
Democrats—billions of dollars worth of
spectrum 1n return. then thank them for
promusing to think about a up.

Two rays of sunlight: As the cable com-
pamies cut C-Span from their channeis,
consumers are becomung angriy aware of
the frailty and vuinerability of quality
broadcasung. And Internel users are pow-
ertully aware of similar commercial pres-
sures. Though the spectrum giveawsy has
been pooriy reported. perhaps it is not too
late for public uproar.

Alezander Cockdurn writes for the Nation
ang other publications.




